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SECTION 4: REPORTING REQUIREMENTS 
REQUIRED ANNUAL AUDIT SCHEDULES 

              
 

1. General Requirements
 
Annual audits of contract agencies receiving $25,000 or more from Milwaukee County 
Department of Health and Human Services are required as per Wisconsin Statutes, 
Section 46.036 (4)(c).  Those audits are to be performed in accordance with the 
requirements of the Wisconsin Provider Agency Audit Guide, 1999 revision issued by 
Wisconsin Departments of Health and Family Services, Corrections and Workforce 
Development.  This document includes the following audit reports and schedules: 
 

• Auditor’s Opinion on Financial Statements and Supplementary Schedule of 
Expenditures of Federal and State Awards. 

• Financial Statements of the Overall Agency. 
• Schedule of Expenditures of Federal and State Awards. 
• Incorporated Group Home/Child Caring Institution Supplemental Schedule. 
• Reserve Supplemental Schedule. 
• Report on Compliance and on Internal Control over Financial Reporting Based on 

an Audit of Financial Statements in Accordance with Governmental Auditing 
Standards and the Provider Agency Audit Guide. 

• Schedule of Prior Year Findings. 
• Schedule of Current Year Findings. 
• Corrective Action Plan. 
• Schedule of Findings and Questioned Costs. 

 
2. Milwaukee County Department of Health and Human Services Requirements
 
 The allowability of costs is determined by the Federal Allowable Cost Principles found in 

O.M.B. Circular A-122 for non-profit agencies and the Code of Federal Regulations 48 
CFR part 31 for for-profit entities, and State Allowable Cost Principles found in the 
Allowable Cost Policy Manual issued by the Wisconsin Department of Health and Family 
Services.  Purchase of Service Contracts effective January 1, 2006 and later also limit the 
allowability of costs based on variance from the approved budget(s). 

 
 The annual audit report shall contain a budget variance and reimbursable cost calculation 

for each program contracted, as identified as a separate line item in Exhibit I of the 
Purchase of Service Contract.  Such report shall follow the prescribed format, and 
determine the budget variance for each line item within the approved budget.  Costs 
allowable under State and Federal Allowable Cost guidelines that exceed the approved 
budget by the greater of (1) 10% of the specific budget line item or (2) 3% of the total 
contract amount are deemed unallowable and not reimbursable under this contract.  In no 
event shall the reimbursable amount exceed the contract amount. 

 
 An annual audit report in which the Schedule of Program Revenues and Expenses omits 

information or presents line-item information utilizing classifications not in strict 
adherence to those found in Form 3 will place the Contractor out of compliance with the 
contract.   
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 In past years, many auditors have prepared audited financial statements and 

supplementary schedules with total disregard to the requirements in the contract.  This 
has placed many Contractors in technical non-compliance.  Effective with 2006 Purchase 
of Service Contracts, such deviations from the contract requirements may cause budget 
variances, resulting in fiscal recoveries owed DHHS that would not be owed if the 
auditor had complied with the requirements of the contract.  IT IS IMPORTANT 
THAT YOUR AUDITOR READ THE CONTRACT, THIS SUPPLEMENT, AND 
AGREE TO ABIDE BY THESE REQUIREMENTS. 

 
 In order to implement these limitations on the allowability of costs, additional schedules 

are required in your annual audit.  These schedules must conform specifically as laid out, 
and cannot combine individual line items.  The line items must conform precisely to the 
line items found in the Anticipated Program Expenses Form 3 for each individual 
program.  A separate schedule must be prepared for each program award.  MULTIPLE 
PROGRAMS MAY NOT BE COMBINED INTO A SINGLE SUPPLEMENTAL 
SCHEDULE. 

 
 Audited financial statements and supplementary schedules are the representation of 

management, not the auditor.  Although auditors often prepare the financial statements 
and schedules on behalf of management, the accuracy and compliance of the financial 
statements are still the responsibility of management.  If auditor prepared supplementary 
schedules deviate from the required content and level of detail, it is quite possible the 
Contractor Agency will have unallowable costs and owe money back to Milwaukee 
County DHHS, simply because of the deficient reports.  Please be sure your auditor is 
aware of the required schedules, their required content and the required level of detail.  
These schedules are your representation and responsibility, you are the party 
responsible for their content and preparation, not your auditor. 

 
3. Examples of properly and improperly reported schedules. 
 
 Following are examples of properly and improperly prepared Supplementary Schedules 

of Program Revenue and Expense.  These are all examples of reports based on the same 
underlying costs.  The Contractor Agency in this example spent the contract amount, 
within allowable budget variance levels, on allowable expenditures, and when the 
Schedule of Program Revenue and Expense is properly prepared, owes no money back.  
All of the fiscal recoveries are the result of improperly prepared audit reports. 
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EXAMPLES OF PROPERLY AND IMPROPERLY REPORTED SCHEDULES
 
 

Underlying data and assumptions    
    Budget Actual  
       
 Wages    $    200,000   $    210,000  
 Benefits           50,000          57,000  
 Payroll Taxes           20,000          21,000  
 Supplies             1,000            2,000  
 Occupancy         150,000        140,000  
 Indirect:      
    Payroll           40,000          35,000  
    Benefits           10,000            7,500  
    Taxes             4,000            2,500  
       
     $    475,000   $    475,000  
       
       
Example 1:  Audit report correctly presented    
Example 2:  Audit report combines Wages, Benefits & Taxes   
Example 3:  Audit report segregates Benefits as Insurance & Retirement  
Example 4:  Audit reports Indirect Cost items as direct costs   
       
       
Schedule of Revenue & Expense Example 1 Example 2 Example 3 Example 4 
 Wages   $    210,000   $    210,000  $    245,000 
 Benefits          57,000           64,500 
 Benefits - Insurance           40,000  
 Benefits - Retirement           17,000  
 Payroll Taxes          21,000          21,000         23,500 
 Wages, Benefits & Taxes   $    288,000    
 Supplies            2,000           2,000            2,000           2,000 
 Occupancy        140,000       140,000        140,000       140,000 
 Indirect Costs          45,000         45,000          45,000  
       
    $    475,000  $    475,000   $    475,000  $    475,000 
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Example 1:  Audit report correctly presented    
       
       
Analysis: Budget Actual Variance Maximum Disallowed 
 Wages  $    200,000  $    210,000  $     10,000   $     20,000  $              -  
 Benefits         50,000         57,000           7,000          14,250                  -  
 Payroll Taxes         20,000         21,000           1,000          14,250                  -  
 Supplies           1,000           2,000           1,000          14,250                  -  
 Occupancy       150,000       140,000        (10,000)         15,000                  -  
 Indirect Costs         54,000         45,000          (9,000)         14,250                  -  
         475,000    
 Disallowed Variance                  -     $              -  
   $    475,000  $    475,000    
       
 Total Paid   $    475,000    
       
 Recovery   $              -     
       
       
       
       
Example 2:  Audit report combines Wages, Benefits & Taxes   
       
       
Analysis: Budget Actual Variance Maximum Disallowed 
 Wages  $    200,000  $    288,000  $     88,000   $     20,000  $     68,000 
 Benefits         50,000                  -         (50,000)         14,250                  -  
 Payroll Taxes         20,000                  -         (20,000)         14,250                  -  
 Supplies           1,000           2,000           1,000          14,250                  -  
 Occupancy       150,000       140,000        (10,000)         15,000                  -  
 Indirect Costs         54,000         45,000          (9,000)         14,250                  -  
         475,000    
 Disallowed Variance        (68,000)    $     68,000 
   $    475,000  $    407,000    
       
 Total Paid   $    475,000    
       
 Recovery   $     68,000    
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Example 3:  Audit report segregates Benefits as Insurance & Retirement  
       
       
Analysis: Budget Actual Variance Maximum Disallowed 
 Wages  $    200,000  $    210,000  $     10,000   $     20,000  $              -  
 Benefits         50,000         40,000        (10,000)         14,250                  -  
 Payroll Taxes         20,000         21,000           1,000          14,250                  -  
 Supplies           1,000           2,000           1,000          14,250                  -  
 Occupancy       150,000       140,000        (10,000)         15,000                  -  
 Indirect Costs         54,000         45,000          (9,000)         14,250                  -  
 Unbudgeted Items          17,000         17,000                   -          17,000 
         475,000    
 Disallowed Variance        (17,000)    $     17,000 
   $    475,000  $    458,000    
       
 Total Paid   $    475,000    
       
 Recovery   $     17,000    
       
       
       
       
Example 4:  Audit reports Indirect Cost items as direct costs   
       
Analysis: Budget Actual Variance Maximum Disallowed 
 Wages  $    200,000  $    245,000  $     45,000   $     20,000  $     25,000 
 Benefits         50,000         64,500         14,500          14,250              250 
 Payroll Taxes         20,000         23,500           3,500          14,250                  -  
 Supplies           1,000           2,000           1,000          14,250                  -  
 Occupancy       150,000       140,000        (10,000)         15,000                  -  
 Indirect Costs         54,000         (54,000)         14,250                  -  
         475,000    
 Disallowed Variance        (25,250)    $     25,250 
   $    475,000  $    449,750    
       
 Total Paid   $    475,000    
       
 Recovery   $     25,250    
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SECTION 4: REPORTING REQUIREMENTS 
REQUIRED ANNUAL AUDIT SCHEDULES 

PROGRAM REVENUE AND EXPENSE SCHEDULE 
              

 
Prepare a separate Program Revenue and Expense Schedule for each program contracted.  
Each program contracted is represented by a separate line item on Exhibit I of the Purchase 
of Service Contract, and had has a separate Section 3 in the proposal submission.  DO NOT 
COMBINE MULTIPLE PROGRAMS IN A SINGLE PROGRAM REVENUE AND 
EXPENSE SCHEDULE.   
 
Specific Instructions 

 
 Actual.  In the column labeled “Actual” report the actual costs incurred for the program 

during 2006 or the fiscal period ending in 2006.  Do not include costs unallowable by the 
allowable costs rules contained in the Allowable Cost Policy Manual, 1999 revision, 
O.M.B. Circular A-122 or Code of Federal Regulations 48 CFR part 31. 

 
 Approved Budget.  In the column labeled “Approved Budget” report the latest approved 

budget for the program, as calculated on Forms 3 and 4.  If you need to combine 
information from more than one Form 3 and Form 4 in order to encompass the entire 
budget for this program, STOP.  Two or more programs have been combined in the 
report.  The total actual expenses reported in this schedule will be compared to one and 
only one program budget; MONEY WILL BE OWED BACK TO MILWAUKEE 
COUNTY.  Prepare a separate Program Revenue and Expense Schedule for each 
individual program. 

 
 Variance from Budget.  In the column labeled “Variance From Budget” report the 

difference between the actual expenses incurred and the approved budget.  Actual 
expenses in excess of the approved budget will be reported as positive amounts; actual 
expenses less than the approved budget amount will be reported as negatives.  

 
 Revenues.  Report program revenues for all services performed in 2006 identified by the 

line items indicated.  DO NO COMBINE LINE ITEMS.  These line items correspond 
to the budgeting forms submitted with the original application, and were part of the basis 
used in determining the contract amount and/or rate. 

 
 Expenses.  Report program expenditures for all services performed in 2006 identified by 

the line items indicated.  DO NO COMBINE LINE ITEMS.  These line items 
correspond to the budgeting forms submitted with the original application, and were part 
of the basis used in determining the contract amount and/or rate.  As indicated in the 
examples previously presented, combination of line items may result in unallowability of 
otherwise allowable costs. 
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SECTION 4: REPORTING REQUIREMENTS 
REQUIRED ANNUAL AUDIT SCHEDULES 

SCHEDULE OF REVENUES AND EXPENSES BY FUNDING SOURCE 
              

 
 
 The Schedule of Revenues and Expenses by Funding Source incorporates all revenues 

and expenses for Milwaukee County DHHS funded programs as well as all other 
contracts, programs and functions of the Agency. 

 
 Milwaukee County DHHS Funded Programs.  Report the total funding from 

Milwaukee County DHHS funded programs by Division – Disabilities Services Division 
(DSD), Delinquency & Court Services Division (DCSD), Economic Support Division 
(ESD), Behavioral Health Division (BHD), and Wraparound and other Fee for Service 
Networks (IPN/FFSN).  It is not necessary to report each individual program separately, 
however it is necessary to report programs funded by each of the Divisions separately.  If 
a program is partially funded by Milwaukee County DHHS and partially funded by 
another source, it must be included here. 

 
 Other Programs.  Report other programs, contracts and functions of the Agency that are 

not funded by Milwaukee County DHHS.  These would include Contracts with and 
Programs funded by Municipalities, Other Counties, the State of Wisconsin, and other 
Agencies. If a program is partially funded by Milwaukee County DHHS and partially 
funded by another source, do not include it here,; it must be included under “Milwaukee 
County DHHS Funded Programs.” 

 
 Indirect Costs.  Report all indirect costs allocable to programs and functions in this 

column. 
 
 Total Agency.  Sum all the reported revenues and expenses from the previous columns 

and place the total in the final column.  The amounts in the final column should agree 
with the Agency-wide Statement of Operations or Income Statement. 

 
 Revenues and Expenses.  Please do not alter the line items identified in this Schedule.  

These line items correspond to the line items in the approved budget upon which the 
Contract amount and/or rate were based. 

 
  Allocated Costs.  Report the total indirect costs allocated to the programs or 

contracts in each of the columns.  Report the total costs allocated to all the 
programs as a negative figure in the “Indirect Costs” column.  When summed 
across, the total for this line reported in the “Total Agency” column should be zero. 
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SCHEDULE OF REVENUES AND EXPENSES BY FUNDING SOURCE 
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SECTION 4: REPORTING REQUIREMENTS 
REQUIRED ANNUAL AUDIT SCHEDULES 

SCHEDULES REQUIRED BY THE PROVIDER AGENCY AUDIT GUIDE 
              

 
In addition to the above schedules, the Wisconsin Provider Agency Audit Guide has several 
required Schedules.  Those Schedules are also required to be included in the annual audit 
report by the Milwaukee County Purchase of Service Contract.  Please refer to the Provider 
Agency Audit Guide for instructions and information regarding each of these Schedules. 
 
 
Schedule of Expenditures of Federal and State Awards.  Follow the format and 

instructions contained in the Provider Agency Audit Guide.   There are differences 
between the Schedule of Expenditures of Federal Awards required by O.M.B. Circular A-
133 and the Schedule of Expenditures of Federal and State Awards for audits performed 
in accordance with Circular A-133 contained in the Provider Agency Audit Guide.  
Prepare the Schedule under the requirements of the Provider Agency Audit Guide. 

 
Incorporated. Group Home/Child Caring Institution Supplemental Schedule.  Follow 

the format and instructions contained in the Provider Agency Audit Guide.  This form 
includes a calculation of the allowable reserve for Non-profit Agencies.  For Profit 
Entities are not permitted to retain a reserve under Federal or State Guidelines.  
Non-profit Agencies wishing to retain a reserve MUST complete the reserve schedule at 
the bottom of the form. 

 
Reserve Supplemental Schedule.  Follow the format and instructions contained in the 

Provider Agency Audit Guide.  Non-profit Agencies contracting for services on a 
prospective rate basis are permitted to retain a reserve under State guidelines.  For Profit 
Entities are not permitted to retain a reserve under Federal or State Guidelines.  
Non-profit Agencies wishing to retain a reserve MUST complete the reserve 
supplemental schedule. 

 
Schedule of Findings and Questioned Costs.  Follow the format and instructions 

contained in the Provider Agency Audit Guide.  There are differences between the 
Schedule of Findings and Questioned Costs required by O.M.B. Circular A-133 and the 
Schedule of Findings and Questioned Costs for audits performed in accordance with 
Circular A-133 contained in the Provider Agency Audit Guide.  Prepare the Schedule 
under the requirements of the Provider Agency Audit Guide.  Failure to include a 
Schedule of Findings and Questioned Costs consistent with the Provider Agency Audit 
Guide may result in requesting a properly prepared schedule before accepting the audit.  
Please refer to Milwaukee County Department of Health and Human Services 
Administrative Probation Policy regarding potential consequences if the audit is not 
accepted as submitted, and the auditor does not remedy the shortcomings. 
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